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DEPARTMENT PASS TREASURY AND CEA 

1. SUMMARY. THE ECONOMICS MINISTRY HAS LEAKED TO 
THE PRESS THE FIGURES FOR ITS TARGET FORECAST FOR 
1974. THE MOST SIGNIFICANT ASPECT OF THE FIGURES 
WHICH HAVE APPEARED IS THE WARNING THAT IF WAGES 
INCREASE BY MORE THAN 10 PERCENT UNEMPLOYMENT CAN BE 
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PRICES WOULD RISE BY AT LEAST 10 PERCENT. THE EFFECTS 
OF THE OIL CRISIS WERE NOT SINGLED OUT IN THESE NEWS 
LEAKS, REFLECTING CURRENT OPINION IN THE MINISTRY 
THAT THE PROBLEM FACING THE ECONOMY IS A DECELERATION 
IN THE GROWTH OF DEMAND, NOT INSUFFICIENT SUPPLY. 

END SUMMARY. 

2. ALTHOUGH THE GOVERNMENT'S ANNUAL ECONOMIC REPORT 
(AER) HAS NOT YET BEEN APPROVED BY THE CABINET (APPROVAL 
WILT. PROBABLY COME NEXT WEDNESDAY), THE ECONOMICS 
MINISTRY HAS ALLOWED THE TARGET FORECAST FOR 1974 TO 
LEAK OUT TO THE PRESS. IF THE CONCLUSIONS OF THE 
MINISTRY ARE UPHELD BY THE CABINET IT WILL BE THE 

FIRST TIME SINCE 1967 THAT THE AER HAS WARNED OF THE 
DANGER OF UNEMPLOYMENT. THE FIGURES IN THE TABLE 
BELOW HAVE BEEN CONFIRMED BY ECONOMICS MINISTRY 
SOURCES. 

GNP COMPONENTS 
TARGET FORECAST FOR 1974 
(RATE OF GROWTH IN PERCENT OVER 1973) 

REAL GNP 0 - 2 

NOMINAL GNP 6.5 - 8.5 

PRIVATE CONSUMPTION 8.5 - 9.5 

PUBLIC CONSUMPTION 14 - 15 

INVESTMENT 4 - 6 

PUBLIC INVESTMENT 9-11 

CONSUMER PRICES 8.0 - 9.0 

PRICE OF GNP (GNP DEFLATOR) 6.5 - 7 
(PERCENT OF WORK FORCE UNEMPLOYED) (2.0) 

3. THE MINISTRY HAS ALSO LEAKED THE RESULTS OF AN 
IN-HOUSE FORECAST WHICH WILL NOT REPEAT NOT APPEAR 
IN THE AER. THE MINISTRY PREDICTS THAT CONSUMER 
PRICES WILL RISE BY NO LESS THAN 10 PERCENT IF THE 
RATE OF INCREASE OF WAGES REACHES 10 PERCENT. IN 
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THAT EVENT THE UNEMPLOYMENT RATE WOULD GO UP TO 
2.5 OR 3 PERCENT. THE GROWTH RATE OF REAL GNP WOULD 
BE UNCHANGED (O - 2 PERCENT), BUT THE GNP DEFLATOR 
WOULD EXCEED 7 PERCENT. THE FORECAST WAS NO DOUBT 
LEAKED IN AN EFFORT TO HAVE SOME EFFECT ON CURRENT 
LIMITED OFFICIAL USE 
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WAGE NEGOTIATIONS. 

4. ECONOMICS MINISTRY OFFICIALS ARE MORE AND MORE 
OF THE OPINION THAT DEMAND, NOT SUPPLY (READ OIL) 

WILL BE THE KEY RESTRAINING FACTOR ON THE ECONOMY IN 
1974. THUS, THE OIL CRISIS DOES NOT PLAY A MAJOR 
ROLE IN EITHER FORECAST. INCREASED OIL PRICES, AS 
REPORTED EARLIER, ARE EXPECTED TO FORCE CONSUMER PRICES 
UP AT A RATE OF 2.5 PERCENTAGE POINTS HIGHER THAN 
WOULD OCCUR IF ONLY "NORMAL" INCREASES WERE FELT FOR 
CRUDE. (THIS ASSUMES THE INCREASES ALREADY ANNOUNCED 
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WILL NOT BE ROLLED BACK.) ALTHOUGH THE MINISTRY IS 
AWARE THAT STRUCTURAL ADJUSTMENTS WILL BE NECESSARY IN 
THE FACE OF RAPIDLY RISING OIL PRICES, THEY ARE 
ANTICIPATING NO SERIOUS IMPACT ON ECONOMIC GROWTH. 

5. BOTH PRIVATE AND GOVERNMENT FORECASTERS ARE AGREED 
THAT THE KEY FACTOR IN ANY CURRENT FORECAST IS HOW 
FAST WAGES ARE TO RISE. BECAUSE THE RANGE OF WAGES 
DEMANDED AND OFFERED IS SO GREAT (CURRENTLY 9.5 
VS. 15 PERCENT) THAT TAKING A MID-RANGE ESTIMATE WOULD 
BE AS BAD AS ANY OTHER GUESS. FOR THIS REASON, NO NEW 
PRIVATE FORECASTS HAVE APPEARED SINCE BONN'S 1063 
NOR ARE OUR CONTACTS WILLING TO MAKE PRIVATE FORECASTS 
UNTIL THEY HAVE SOME INKLING OF THE COURSE WAGES 
WILL FOLLOW. 

HIT ,T .F.NBR AND 


LIMITED OFFICIAL USE 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC DEVELOPMENT, PETROLEUM, SUPPLIES, UNEMPLOYMENT, GNP, TRADE DATA, PRICES, INVESTMENTS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 01 FEB 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: golinofr 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974BONN01771 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: n/a 

From: BONN 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740263/aaaachae.tel 

Line Count: 185 
Locator: TEXT ON-LINE 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: golinofr 
Review Comment: n/a 
Review Content Flags: 

Review Date: 27 MAR 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <27 MAR 2002 by martinml>; APPROVED <31 MAY 2002 by golinofr> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 
Subject: n/a 

TAGS: ETRN. ENRG, US, GE 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



